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American Institute of CPAs 
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W e have audited the accompanying general purpose financial statements of the Vam ado W ater W orks District, Louisiana, 
a component unit of the W ashington Parish Council, as of and for the year ended December 31, 2001, as listed in the 
Table of Contents. These general purpose financial statements are the responsibility of the Varnado W ater W orks 
District's m anagem ent. Our responsibility is to express an opinion on these general purpose financial statements based 
on our audit. 

W e conducted our audit in accordance with auditing standards generally accepted in the United States of Am erica and 
the standards applicable to financial audits contained in GovernmentalAuditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of m aterial misstatement. A~ audit includes examining, or~ a ~,est basis 
evidence supporting the am ounts and disclosures in the financial statem ents. An audit also includes assessing the 
accounting principles used and significant estimates m ade by m anagem ent, as well as evaluating the overall financial 
statement presentation. W e believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the Varu ado W ater W orks District's general purp ose financial statem ents present fairly, in all m aterial 
respects, the financial position of the Vam ado W ater W orks District, as of December 31, 2001, and the results of its 
operations and cash flows for the year then ended in conformity with accounting principles generally accepted in the 
United States of Am erica. 

In accordance with Govermnent Auditing Standardr, we have also issued our report dated February 22, 2002, on our 
consideration of the Varnado W ater W orks District's internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grants. 

Our audit was perform ed for the purpose of forming an opinion on the general purp ose financial statements of the 
Vam ado W aterw orks District, Louisiana, taken as a whole. The schedules listed in the table of contents are presented 
for purposes of additional analysis and are not a required part of the general purp ose financial statem ents of the Vam ado 

W ater W orks District. Such information has been subjected to the auditing procedures applied in the audit of the general 
purp ose financial statem ents and, in our opinion, is fairly stated in all m aterial respects in relation to the general purpose 
financial statem ents taken as a whole. 

Bruce Harrell & Com pany, CPAs 
A Professional Accounting Corp oration 

Kentwood, Louisiana 
Febru ary 22, 2002 



A ssets 
Current A ssets: 

Cash 
Investm ents 

Accounts Receivable (Net) 
Accrued Billings 
Accrued Interest 
Due From Other Governments 

Total Current A ssets 

V arnado W aterworks D istrict 

W ashington Parish Council 
V arnado, Louisiana 

Balance Sheet - Proprietary Fund Type 
Decem ber 31, 2001 

Restricted A ssets: 
Custom er Deposits - Cash 
Bond Reserve Account - 

Cash 
Investm ents 

Depreciation and Contingency Account - 
Cash 
hw estm ents 

Total Restricted Assets 

Property, Plant and Equipment: 
Land 
Utility Plant, in Serv ice 

Total Property, Plant and Equipment 
Less: Accum ulated Depreciation 

Net Property, Plant and Equipment 

Total A ssets 

(Continued) 
The accompanying notes are an integral part of these statements 

Statem ent A 

616,041 
454,467 
36,283 
15,680 

3,180 
1,125,651 

54,511 
64,601 

56,537 
79,532 
255,181 

35,512 
3,367,280 
3,402,792 

(1,772,504) 
1,630,288 

$ 3,011,120 



V aruado W aterw orks D istrict 
W ashington Parish Council 

Varnado, Louisiana 

Balance Sheet - Proprietary Fund Type 
D ecem ber 31, 2001 

Liabilities and Fund Equity 
Liabilities: 

Current Liabilities (Payable From Current Assets): 
Accounts Payable 
Sales Tax Payable 
Payroll Taxes Payable 
Retainage Payable 
Due to Other Governm ents 
Accrued lnterest Payable 
Revenue Bonds Payable - Current 

Total Current Liabilities (Payable From Current Assets) 

Current Liabilities (Payable From Restricted Assets) 
Custom er Deposits 

Total Current Liabilties (Payable From Restricted Assets) 

Long-Ternr Liabilities: 
Revenue Bonds Payable Long-Term 

Total Long-Term Liabilities 

Total Liabilities 

Fund Equity: 
M emberships 
Contributed Capilal 
Less Accum ulated Am ortization 

N et Conlributed Capital 

Relained Earnings: 
Reserved for RUS Bond luterest and Redemption 
Reserved for RUS Bond Depreciation and Contingency 
Unreserved 

Total Retained Earnings 

Total Fund Equity 

Total Liabilities and Fund Equity 

(Concluded) 
The accompanying notes are an integral part of these statements 

Statem ent A 

36,463 
922 

1,972 

1,633 
1,708 

36,500 
79,198 

8,04 
18,041 

854.346 
854,346 

951,585 

50,310 
1,428,178 

(929,833) 
548,655 

119,112 
136,069 

1,255,699 
1,510,880 

2,059,535 

$ 3,011,120 



V arnado W aterw orks D istrict 
W ashington Parish Council 

Varnado, Louisiana 

Statem ent of R evenues, Expenses, and Changes in Unreserved 
Retained Earnings - Proprietary Fund Type 
For the Year Ended Decem ber 31, 2001 

Operating R evenues 
W ater Sales 
Installations 
Penalties 
Billing Fees 
Reconnect Fees 

Net (Decrease) in Fair M arket of Investments 
Other Revenues 

Total Operating Revenues 

O perating Expenses 
Accounting Fees 
Advertising 
Bank Charges 
Billing Fees 
Conventions 
Depreciation Expense 
Director Fees 
Insurance 
M aintenance Supplies 
M embership D ues 
M owing 
NSF Checks 
Office Expense 
Payroll Taxes 
Perm its 
Plant M aintenance 
Rentals 
Repairs and Installations 
Salaries 
Telephone 
Travel 
Truck Expense 
Utilities 

Total Operating Expenses 
Net Operating Incom e 

(Continued) 
The accom panying notes are an integral part of these statem ents. 

Statem ent B 

364,385 
6,750 
8,890 
81,552 
2,720 

(2,906) 
1,334 

462,725 

6,805 
241 
6 

7,142 
576 

119,449 
6,240 
23,452 
20,780 

167 
1,485 
349 

9,894 
7,198 

20 
2,177 

11,552 
97,518 
4,014 
4,031 

44,610 
367,706 
95.019 



V arnado W aterw orks D istrict 
W ashington Parish Council 

V arnado, Louisiana 

Statem ent of Revenues, Expenses, and Changes in Unreserved 
R etained Earnings - Proprietary Fund Type 
For the Year Ended Decem ber 31, 2001 

Non-Operating Revenue (Expenses): 
interest Incom e 
Other Revenue 
Bond Interest Expense 

Total Non-Operating Revenue (Expenses) 

Net Income (Loss) 

Unreserved Retained Earnings, Beginning of Year 
Am ortization of Contributed Capital 
Increase in Reserve for Revenue Bond Retirem ent 
Increase in R eselwe for R evenue Bond Contingeucy 
Uureselwcd Retained Earnings, End of Year 

(Concluded) 
The accom panying notes are an iutegral part of these statem ents. 

Statem ent B 

63,010 
477 

(54,828 
8,659 

103,678 

1,129,649 
47,606 

0 1,998) 
(13,236) 

1,255,699 



V arnado ~ aterw orks D istrict 

W ashington Parish Council 
Varnado, Louisiana 

Statem ent of Cash Flows-Proprietary Fund Type 
For the Year Ended Decem ber 31, 2001 

Cash Flows From  O perating Activities: 
N et Operating Incom e 

Adjustments to Reconcile Net Operating Income 
to Net Cash Provided by Op erating Activities: 

Depreciation 
Changes in Accounts Receivable 
Changes in Accrued Billings 
Changes in Accru ed Interest Receivable 
Changes in Due From Other Governm ents 
Changes in Accounts Payable and Accru ed Expenses 
Changes in Retainage Payable 
Changes in Due to Other Governments 
Changes in Accrued Interest Payable 
Changes in Current Liabilities Payable from Restricted Assets 

N et Cash Provided by Operating Activities 

Cash Flows From  Capital and Related Financing Activities: 
Acquisition of Property and Equipm ent 
Retirem ent of Revenue Bonds 
Interest Expense 
M embership Additions 
Other Revenues 

Net Cash U sed by Capital and Related Financing Activities 

Cash Flows From Investing Activities: 
Interest Incom e 
Investm ent Purchases 

Net Cash Provided by Investing Activities 

Net Cash Increase (Decrease) for Year 
C ash at Beginning of Y ear 
Cash at End of Y ear 

The accom panying notes are an integral part of these statements 
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Statem ent C 

$ 95,019 

119,449 

(4,0t0) 
(1,098) 
649 

(786) 
(5,694) 
(5,923) 
1,633 
1,708 
1,666 

202,613 

(93,126) 
(46,934) 
(54,828) 

477 

(194,411) 

63,010 

(31,194) 
31,816 

40,018 
687,071 
727,089 



INTRODUCTION 

V arnado W ater"works D istrict 
W ashington Parish Council 

V arnado, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended December 31, 2001 

Varnado W aterworks District was established in 1975, by an ordinance of the W ashington Parish Council. The 
ordinance, enacted pursuant to Louisiana Revised Statutes 33:3813, describes and defines the boundaries of the water 
district, and provides for a 8-member governing board of comm issioners appointed by the W ashington Parish Council. 

Varnado W aterworks District was thus created and constitutes a public corporation and political subdivision of the State 
of Louisiana, and has all the power and privileges granted by the constitntion and statutes of this state to such subdivision, 
including the authority to incur debt, to issue bonds, and to levy taxes and assessments. Vam ado W aterworks District 
serves 1,343 water custom ers. 

1. SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

A . BASIS O F PRESENTATION 

The D istrict's financial statem ents are prepared on the full accraal basis in accordance with accounting principles 
generally accepted in the United States of Am erica. The District applies all Governm ental Accounting Standards 

Board (GASB) pronouncements as well as Financial Accounting Standards Board (FASB) statements and 
interpretations, and the Accounting Principle Board (APB) of the Committee On Accounting Procedure, issued on 
or before November 30, 1989, unless those pronouncements conflict or contradict with GASB pronouncem ents. 

B. RE PO RTING ENTITY 

The District is a com ponent unit of the W ashington Parish Council, the financial reporting entity. "/'he Council is 

financially accountable for the District because it appoints a voting majority of the board and has the ability to 
impose its will on them . 

The accompanying financial statements present inform ation only on the fund m aintained by the District and does 
not present information on the Council, the general govern mental services provided by that govern m ental unit, or 
the other governmental units that comprise the financial reporting entity. 

C. FUND A CCOUNTING 

The Varn ado W aterw orks District is organized and operated on a fund basis whereby a self-balancing set of accounts 
(Enterprise Fund) is maintained that comprises its assets, liabilities, fund equity, revenues, and expenses. The 
operations are financed and operated in a m anner sim ilar to a private business enterp rise, where the intent of the 
governing body is that the cost (expenses, including depreciation) of providing services on a continuing basis be 
financed or recovered primarily through user charges. 



V arnado W aterworks District 
W ashington Parish Council 

Varnado, Louisiana 

Notes to the Financial Statem ents 
As of and for the Year Ended D ecember 31, 2001 

D. BASIS OF ACCOUNTIN G 

The accounting and financial reporting treatm ent applied to a fund is determ ined by its m easurem ent focus. The 
Enterprise Fund is accounted for on a flow of econom ic resources m easurem ent focus and a determination of net 
income and capital m aintenance. W ith this m easurem ent focus, all assets and all liabilities associated with the 
operation of this fund are included on the balance sheet. The Enterp rise Fund uses the accrual basis of accounting. 

Revenues are recognized when earned and expenses are recognized at the tim e liabilities are incurred. The Enterp rise 
Fund uses the following practices in recording certain revenues and expenses: 

Revenues 

The water district's revenue is derived prim arily from water sales. The revenue is recognized when earned 

Expenditures 

The water district recogn izes all expenses at the tim e liabilities are incurred 

E. CASH AND CASH EQUIVALENTS 

Cash includes amounts in demand deposits, interest-bearing demand deposits, and time deposits. Cash equivalents 
include am ounts in tim e deposits and those investm ents with original m aturities of 90 days or less. Under state law , 

the District m ay deposit funds in dem and deposits, interest-bearing dem and deposits, m oney m arket accounts, or tim e 
deposits with state banks organized under Louisiana law and any other state of the United States, or under the laws 
of the United States. 

F. IN VESTM ENTS 

Investments are limited by Louisiana Revised Statute (R.S.) 33:2955 and the District's investm ent policy. If the 
original m aturities of investm ents exceed 90 days, they are classified as investm ents; however, if the original 
m aturities are 90 days or less, they are classified as cash equivalents. 

The following disclosures are required by GA SB Statem ent N o. 31 

The District uses the quoted m arket prices to estimate the fair value of the investm ents. 
N one of the investm ents are reported at am ortized cost. 
The District has investm ents in one investm ent pool. The investm ent pool is LAM P

, and the fair value of 
the position in the pool is the sam e as tile value of the pool shares. 
There is no involuntary participation in an extern al investm ent pool. 



G . INV ENTORIES 

V arnado W aterw orks District 
W ashington Parish Council 

V arnado, Louisiana 

N otes to the Financial Statements 
A s of and for the Year Ended December 31, 2001 

Purchase of various operating supplies are regarded as expenditures at the time purchased, and inventories of such 

supplies (if any) are not recorded as assets at the close of the fiscal year. 

H . PREPAID ITEM S 

Purchase of item s regarded as having a futu re econom ical use are an expense when purchased, and prepaid amounts 
for sueh item s are not recorded as assets at the close of the fiscal year. 

I. RE STRI CTED ASSETS 

Certain proceeds of the Enterprise Fund revenue bonds, as well as certain resources set aside for their repaym ent, 
are classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants. 

J. FIX ED A SSETS 

Fixed assets of/he District are included on the b.'dance sheet of the fund. Interest costs incurred during construction 
are capitalized. Depreciation of all exhaustible fixed assets is charged as an expense against operations. Depreciation 
is computed using the straight-line m ethod over the estimated useful lives of 25 to 30 years for water wells and lines 
and 10 to 15 years for equipm ent. 

K . CO M PENSATED ABSENCES 

The District has the following policy relating to vacation and sick leave 

Em ployees receive 2 weeks of paid vacation after being employed for 1 to 5 years, and 3 weeks of paid vacation 
for 6 years and over. Em ployees are not allowed to carry over vacation from one year to the next. 

Em ployees aeeru e~ day per m onth of employment for sick leave up to a maximum 0f45 days 

L. LO N G -TERM  LIABILITIES 

Long-term liabilities are recognized within the Enterp rise Fund. 

M . FUND EQUITY 

Contributed Capital 

Grants, entitlem ents, or shared revenues received that are restricted for the acquisition or constru ction of capital 
assets are recorded as eontributed capital. Contributed capital is am ortized based on the depreciation recognized 
on that portion of the assets acquired from such contributions. This am ortization is closed to the contributcd 

capital account and is reflected as an adjustment to net income. 



R eserves 

V arnado W aterw orks District 
W ashington Parish Council 

Varnado, Louisiana 

Notes to the Financial Statem ents 
As of and for the Year Ended December 31, 2001 

Reserves represent those portions of fund equity legally segregated for a specific future use 

N. USE O F ESTIM ATES 

The preparation of financial statements in conformance with generally accepted accounting principles requires 
m anagem ent to m ake estimates and assumptions that affect the reported am ount of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statem ents and the reported am ounts of 
revenues and expenses during the reported period. Actual results could differ from those estim ates. 

2. CASH AND CASH EQUIVALENTS 

At December 31,2001, the District has cash and cash equivalents (book balances) totaling $727,088, as follows 

Dem and Deposits 
"lim e Deposits 
LAM P 

$ 139,749 
163,226 
424,113 

$ 727,088 

These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank 
balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The 
m arket value of the pledged securities plus the federal deposit insurance must at all tim es equal the am ount on deposit 
with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial 

bank that is mutually acceptable to both parties. At December 31,2001, the District has $406,416 in deposits (collected 
bank balances). These deposits are secured from risk: by $355,369 federal deposit insurance. The remaining balances 
of $51,047 are secured by the pledge of securities. 

Even though the pledged securities are considered uncollateralized (Category 3) under the provisions of GASB Statement 
3, Louisiana Revised Statute 39:1229 imposes a statutory  requirement on the custodial bank to advertise and sell the 
pledged securities within 10 days of being notified by the District that the fiscal agent has failed to pay deposited funds 
upon dem and. 

12 



3. INVESTM ENTS 

V arnado XVaterw orks D istrict 
W ashington Parish Council 

Varnado, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended December 31,2001 

Investments are categorized into these three categories of credit risk: 

A . Insured or registered, or securities held by the District or its agent in the District's nam e 

B. Uninsured and unregistered, with securities held by the counterparty's trust departm ent or agent in the District's 
nam e 

C. Uninsured and unregistered, with securities held by the counterparty, or by its trust departm ent or agent but not 
in the District's nam e 

All investm ents held by the District fall into category I credit risk, defined as "insured or registered, or securities held 
by the District or its agent in the District's name." In accordance with GASB 31, Accounting and Financial Reporting 
for Certain Investments and for External hwestment Pools, all investments are carried at fair market value, with the 
estimated fair m arket value based on quoted market prices. 

At December 31,2001, the District's investment balances were as follows 

Type of Investm ent 
Government M oney M arket 
Federal Hom e Loan M ortgage 

Carry/ng 
Am ount 

M arket 
Value 

$ 161,994 $ 161,994 
436,606 

$ 598,600 
436,606 

$ 598,600 

In accordance with GASB Codification Section I50.165, the investment in LAM P at Deeember 31, 2001, is not 
categorized in the three risk categories provided by GASB Codification Section 150,164 because the investm ent is in the 
pool of funds and therefore not evidenced by securities that exist in physical or book entry form . LAM P is administered 
by LAM P, Inc., a nonprofit corporation organized under the laws of the State of Louisiana, which was form ed by an 
initiative of the State Treasurer in 1993. The corp oration is governed by a board of directors comprising the State 
Treasurer, representatives from various organizations of local govern ment, the Govern ment Finance Office Association 
of Louisiana, and the Soeiety of Louisiana CPAs. Only local governments having contracted to participate in LAM P 

have an investment interest in its pool of assets. The primary objective of LAM P is to provide a safe environment for 
the plaeement of public funds in short-term, high-quality investments. The LAM P portfolio includes only securities and 
other obligations in whieh local governments in Louisiana are authorized to invest. Accordingly, LAM P investm ents 
are restricted to securities issued, guaranteed, or backed by the U. S. Treasury, the U. S. Govern m ent, or one of its 
agencies, enterprises, or instrumentalities, as well as repurchase agreements eollateralized by those securities. The dollar 
weighted average portfolio m aturity of LAM P assets is restricted to not m ore than 90 days, and consists of no securities 
with a m aturity in excess of 397 days. LAM P is designed to be highly liquid to give its participants im m ediate access 
to their account balances. Therefore LAM P is considered a cash equivalent. 



4. RECEIVABLES 

V arnado W aterw orks District 
W ashington Parish Council 

V arnado, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended December 31, 2001 

The following is a sum m ary of accounts receivables at December 31, 2001 

Current 
31-60 Days 
61-90 Days 
Over 90 Days 
Total 
Less: Allowance for Bad Debts 
Accounts Receivable, Net 

$ 30,889 
5,917 
1,332 
113 

38,251 
1,968 

$ 36.283 

All custom er receivables are reported at gross value and reduced by the portion that is expected to be uncollectible. 
Periodically, the board reviews the aging of receivables and determ ines the actual amount uncollectible. Per board 
approval, uncollectible am ounts are written off against accounts receivable, and the allowance for doubtful accounts is 
adjusted to a reasonable estimate of uncollectibility. 

5. CO NSTRUCTION IN PRO GRE SS 

As of December 31,2001, the District has $30,854 in construction on improvem ents. Th e cost of $30,854 represents the 
initial engineering costs, for a proposed Louisiana Com m unity Developm ent Block Grant for well number 4. 



6. FIXED A SSETS 

V arnado W aterw orks D istrict 
W ashington Parish Council 

V aruado, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended Decem ber 31, 2001 

A sum m ary of fixed assets at D ecember 31, 2001, follows 

Description 

Phase I (1979) 
Old W ater System 
Land & Right of W ay 
W ater Distribution System 
W ater W ell 

Phase II (1980) 
W ater Distribution System 
W ater W ell 
W ell Site & Pum p Station 
Im provem ents 

Phase III (1984) 
W ater Distribution System 
W ater W ell 
Pump Station Controls 
Elevated Storage Tank 
Land & Right of W ay 

Phase IV (1989) 
Land 
W ater Distribution System 

Im provem ents 
Chlorinator 
Fence 
Land 
Buildings 
Shed 
Office Equipm ent 
Equipm ent 
Vehicle 
Construction in Progress 
Totals 

Life 
Yrs Cost 

30 
30 
5 
7 

30 
20 
5 
7 
5 

N /A 

53,497 
5,597 
69,585 
65,467 

212,668 
87,721 
21,885 
12,433 

294,633 
107,154 
248,997 
238,169 
13,225 

2,000 
897,130 
336,287 
9,080 
5,873 
14,690 
123,178 
6,250 
8,743 
16,056 
21,620 
30,854 

All assets are depreciated by the straight-line m ethod 

Accumulated 
Depreciation 

48,149 $ 

427,186 
49,096 

152,413 
62,866 
15,692 
3,510 

176,229 
64,296 
149,400 
142,902 

373,809 
30,747 
7,468 
2,178 

29,098 
313 

7,808 
7,724 
21,620 

N et 

5,348 
5,597 
42,399 
16,371 

60,255 
24,855 
6,193 
8,923 

118,404 
42,858 
99,597 
95,267 
13,225 

2,000 
523,321 
305,540 
1,612 
3,695 
14,690 
94,080 
5,937 
935 

8,332 

Depreciation 
Current 

2,140 

18,986 
2,182 

7,089 
2,924 
730 
414 

9,821 
3,572 
8,300 
7,939 

29,904 
11,210 
1,816 
839 

4,637 
313 
375 

2,294 
3,964 

The utility plant and equipm ent in service records were reconstructed from the original construction files of the U .S 
Departm ent of Agriculture, Rural Utility Service. 



7. LON G -TERM  DEBT 

V arnado W aterw orks District 
W ashington Parish Council 

V aruado, Loulsiana 

Notes to the Financial Statements 
As of and for the Year Ended December 31,2001 

The following is a summ ary of bond transactions of the Vam ado W aterworks District for the year ended December 31 

2001: 
1977 RUS 1988 RUS 

Bonds Payable, January 1, 2001 
Bonds Retired 
Bonds Payable, December 31,2001 

Bonds Payable at December 31,2001, are comprised of the following individual Issues: 

1977 Revenue Bonds: 
$395,000 utility bonds sold to RUS, 
dated 11/19/76; due in annual installments 
of $5,000 - $20,000 through November 16, 
2017; interest at 5% 
1988 Revenue Bonds: 
$925,000 utility bonds sold to RUS, 
dated 3/29/88; due in annual installm ents 
of $6,000 - $55,000 through M arch 29, 2028; 
interest at 5.875% 

Current 
Am ount 
12/31/01 

Long-Term 
Am ount 
12/31/01 

Total Principal 
Balance 
12/31/01 

19,500 $ 113,317 $ 132,817 

17,000 741,029 758,029 
36,500 $ 854,346 $ 890,846 

The annual requirem ents to amortize all debt outstanding as of December 31, 2001, including interest payments of 

$1,186,256 are as follows: 

Year Ending 
December 31 

2002 
2003 
2004 
2005 
2006 

2007-2011 
2012-2016 
2017-2021 
2022-2026 
2027-2028 

1977 RUS 
Revenue 

1988 RUS 
Revenue Total 

$ 26,986 $ 62,765 $ 89,751 
26,986 62,765 89,751 
26,986 62,765 89,751 
26,986 62,765 89,751 
26,986 62,765 89,751 
134,929 313,824 448,753 
134,929 313,824 448,753 
24,737 313,824 338,561 

313,824 313,824 
78,456 78,456 

$ 429,525 $ 1,647,577 $ " 2,077,102 
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V arnado W aterw orks D istrict 
W ashington Parish Council 

Varnado, Louisiana 

Notes to the Financial Statements 
As of and for the Year Ended December 31,2001 

8. FLOW  O F FUNDS, RESTRICTIONS ON USE 

The voters of the District approved the issuance of $395,000, $76,000, and $925,000 of the utility revenue bonds in 
elections held January, 1977, November 13, 1978, and April 13, 1988. Permanent financing for the $395,000 issue, used 
to finance Phase I of the District's waterworks system, was obtained on November 16, 1977 from the United States 
Department of Agriculture, Rural Utilities Service (RUS). The $76,000 issue, used to construct Phase II, was also sold 
to RUS, but has been fully refunded. The final issue of $925,000, used to construct Phase III of the water system , was 
also sold to RUS on M arch 29, 1988. 

Under the term s of the bond issue, the bonds are payable as to principal and interest solely from the incom e and revenues 
derived from the operations of the combined water system of the District after provisions have been m ade for the paym ent 
of the reasonable and necessary expenses of administering, operating, and maintaining of the system . 

]'he District is to m aintain its water rates at m inimum am ounts and increase these rates as necessary in accordance with 
its loan agreem ents with RUS. 

Each month there will be set aside into a fund called "Bond and Interest Sinking (Redemption) Fund" a sum equal to 
one-twelfth (1/12) of the next principal payment due, together with such proportionate sum as may be required as the 
sam e respectfully becom e due on such date. M oney in the Sinking Fund shall be deposited as trust funds and shall be 
fully sufficient to assure the prompt paym ent of principal and interest installm ents as they becom e due, and m ay be used 
only for such payments. Altern ately, RUS has set up a payment schedule whereby the District can m ake payments 
directly to its office. Th is elim inates the need of the "Bond and Interest Sinking Fund". In addition to the required 
sinking fund installm ents, Vam ado W aterw orks District also m ade an additional payment of $10,303 for the fiscal year 
ended Decem ber 31,2001. This payment was m ade from the Phase IV account, per Rural Utilities Service authorization. 

There shall also be set aside into a "Utility System Revenue Bond Reserve Fund" an amount equal to 5% of the m onthly 
debt installm ent, after the eonstruetion becomes revenue producing, until there is accumulated therein an am ount equal 
to the highest annual debt service payment in any future year. The m onthly reserv e deposit requirement totals $394 per 
month, but is no longer required since the accumulated balance of $119,112 (Schedule 5 - Schedule of Changes in Assets 
Restrieted for USDA Rural Utilties Service) exceeds the highest succeeding annual installment. 

Such amounts m ay be used only for the paym ent of maturing bonds and interest coupons for which sufficient funds are 
not on deposit in the Bond and Interest Sinking Fund, as to which there would otherw ise be default. Th e District fully 
funded the Reserve Fund for the year ended December 31, 2001. 

Funds will also be set aside into a "Depreciation and Contingency Fund", after completion of the project, at the rate of 
$398 per m onth for the term of the bonds. M oney in this fund will be used for the making of repairs or replacem ents to 
the system, for depreciable capital items, which are necessary  to keep the system in operating condition, enhance its 
revenue produoing capaeity or provide for a higher degree of service for whieh m oney is not available as a m aintenance 
and operation expense. M oney in this fund m ay also be used to pay principal and interest on the bonds falling due at any 
time there is not sufficient money for payments in other bond funds. "I1ae District fully funded the Depreciation and 
Contingeney Fund for the year ended December 31,2001. 



V arnado W aterw orks D istrict 
W ashington Parish Council 

Varnado, Louisiana 

N otes to the Financial Statem ents 
As of and for the Year Ended December 31,2001 

All the revenues, received in any year and not required to be paid in such year into any of the noted funds, shall be 
regarded as surplus and m ay be used for any lawful corporate purpose. 

9. FUND EQUITY 

Reserved Retained Earnings is ereated in conjunction with the issuance of revenue bonds and is funded by transfers from 
the revenue account, based on assets held by the water district that are restricted for bond payments. The purpose of the 
reserved retained earnings is to service the revenue bonds. 

10. INTERG O VERNM ENTAL AGREEM ENT 

The Vam ado W aterworks District entered into a service agreement with the Bogue Lusa W ater W orks District and the 
Varnado Gas District. The Varnado W aterworks D istrict will perform all necessary functions involving billing of 
custom ers, collection of custom er's accounts, keeping and furnishing necessary financial information and records on a 
monthly basis to Bogue Lusa W ater W orks District and Vam ado Gas District. Th e Varn ado W aterw orks District also 
perform s m eter reading for Varnado Gas District. "lhe fee for this service is $1.75 per custom er per m onth for Bogue 
Lusa W ater W orks and $2.35 per customer per m onth for Varnado Gas District, payable m onthly. Vam ado W aterworks 
District will provide all system repair and m aintenance custom arily done by its own personnel. Accurate hourly records 
of personnel records involved in repairs shall be kept and Bogue Lusa W ater W orks D istrict and V arnado Gas D istrict 
will be billed monthly at two times the employees hourly rate. All m aterials, parts and supplies will be paid directly by 
the District which incurred the cost. Varnado W aterworks Distric~ employees will keep accurate mileage records for the 
serv ice truck used for m aintenance and repairs and will bill the other districts 35 cents per m ile for work done on their 
respective system s. Periodically, an accounting will be m ade of the costs of the services provided under the agreem ent. 
Cash settlements will be m ade between the Districts, so each D istrict pays its portion of the actual costs. 
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V arnado W aterworks District 
W ashington Parish Council 

Varnado, Louisiana 

Com parative Balance Sheet - Proprietary Fund Type 
D ecem ber 31, 2001 and 2000 

Assets 
Current Assets: 

Cash 
Investm ents 
Accounts Receivable 
Accrued Billings 
Accrued Interest 
D ue From Other Governm ents 

Total Current A ssets 

Restricted Assets: 
Customer Deposits - Cash 
Bond Reserve Account - 

Cash 
hw estm ent 

D epreciation and Contingency Account - 
Cash 
lnvestnlent 

Total Restricted Assets 

Property, Plant and Equipm ent: 
Land 
Utility Plant, in Service 

Total Property, Plant and Equipm ent 
Less: Accum ulated Depreciation 

N et Property, Plant and Equipm ent 

Total Assets 

(Continued) 
The accompanying notes are an integral part of these statements 
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Schedule 1 

2001 2000 

616,041 
454,467 
36,283 
15,680 

3,180 
125,65 

54,511 
64,601 

56,537 
79,532 
255,181 

35,512 
3,367,280 
3,402,792 

(1,772,504) 
630,288 

616,973 
391,103 
32,273 
14,582 

649 
2,394 

1,057,974 

16,454 

26,914 
80,199 

26,730 
96.104 
246,401 

35,512 
3,274,154 
3,309,666 

(1,653,055) 
1,656,611 

$ 3,011,120 $ 2,960,986 



Liabilities and Fund Equity 
Liabilities: 

Varnado W aterw orks District 
W ashington Parish Council 

Varnado, Louisiana 

C om parative Balance Sheet - Proprietary Fund Type 

Decem ber 31, 2001 

Current Liabilities (Payable From Current Assets): 
Accounts Payable 
Sales Tax Payable 
Payroll Taxes Payable 
Retainage Payable 
Due to Other Governm ents 
Accrued Interest Payable 
Revenue Bonds Payable - Current 

Total Current Liabilities (Payable From Current Assets) 

Current Liabilities (Payable From Restricted Assets) 
Custom er Deposits 

Total Current Liabilities (Payable From Restricted Assets) 

Long-Term Liabilities: 
Revenue Bonds Payable Loug-Term 

Total Long-Term Liabilities 

Total Liabilities 

Fund Equity: 
M emberships 
Contributed Capital 
Less Aecunm lated Amortization 

Net Contributed Capital 

Retained Earnings: 
Reserved for RUS Bond Interest and Redemption 
Reserved for RU S Bond Depreciation and Contingency 
Unreserved 

Total Retained Earnings 

Total Fund Equity 

Total Liabilities and Fund Equity 

(Concluded) 
The accom panying notes are an integral parl of these statem ents 

Schedule 1 

2001 2000 

36,463 
922 

1,972 

1,633 
1,708 

36,500 
79,]98 

18,041 
8,041 

854,346 

42,437 
858 

1,756 
5,923 

36,500 
87,474 

6,375 
16,375 

901,280 
854,346 901,280 

951,585 

50,310 
1,428,178 

(929,833) 
548,655 

119,112 
136,069 

1,255,699 
1,510,880 

2,059,535 

005,129 

50,310 
1,428,178 

(882,227) 
596.261 

107,113 
122,834 
129,649 

1,359,596 

1,955,857 

$ 3,011,120 $ 2,960,986 



V arnado W aterw orks District 
W ashington Parish Council 

Varnado, Louisiana 

Schedule of R evenues, Expenses and Changes in U nreserved 

Retained Earnings (Budget and Actual) - Proprietary Fund Type 
For the Year Ended Decem ber 31, 2001 

And A ctual For the Year Ended Decem ber 31, 2000 

Operating Revenues 
W ater Sales $ 
Installations 
Penalties 
Billing Fees 
Reconnect Fees 

Net Increase (Decrease) in Fair Market Value 
of Investm ents 

Other Revenues 
Total Operating Revenues 

Operating Expenses 
Accounting Fees 
Advertising 
Bank Charges 
Billing Fees 
Conventions 
Depreciation Expense 
Director Fees 
Insurance 
M aintenance Supplies 
M embership Dues 
M owing 
NSF Cheeks 
Office Expense 
Payroll Taxes 
Perm its 
Plant M aintenance 
Rentals 
Repairs and Installations 
Salaries 
Telephone 
Travel 
Truck Expense 
Utilities 

Total Operating Expenses 
Net Operating Incom e 

Budget Actual 
366,000 $ 
7,200 
9,000 
81,300 
2,800 

(3,000) 
1,280 

464,580 

7,000 
700 

7,200 
500 

114,000 
6,000 
20,000 
20,500 

200 
2,000 
200 

7,700 
6,000 

50 
15,000 
200 

28,000 
81,000 
3,000 
5,000 
1,500 

40,000 
365,750 
98,830 

(Continued) 
The accompanying notes are an integral part of these stalem ents 

364,385 
6,750 
8,890 
81,552 
2,720 

(2,906) 
1,334 

462,725 

6,805 
241 
6 

7,142 
576 

119,449 
6,240 
23,452 
20,780 

167 
1,485 
349 

9,894 
7,198 

20 
2,177 

11,552 
97,518 
4,014 
4,031 

44,610 
367,706 
95,019 

Variance- 
Favorable 

(Unfavorable) 
$ (1,615) $ 

(450) 
O lO) 
252 

(80) 

94 
54 

(1,855) 

195 
459 

(6) 
58 

(76) 
(5,449) 
(240) 

(3,452) 
(280) 
33 
515 

(149) 
(2,194) 
(1,198) 

30 
12,823 
200 

16,448 

(16,518) 
(1,014) 
969 

1,500 

(4,610) 
(1,956) 
(3,811) 

Schedule 2 

2000 
Actual 
361,534 
9,000 
8,678 
68,820 
2,960 

28,250 
1,947 

481.189 

5,955 
146 

605 
114,121 
5,580 
18,360 
15,282 
532 

1,530 
9 

8,848 
6,340 

50 
13,480 

125 
10,816 
80,886 
2,513 
3,282 
1,220 
37A76 
327,156 
154.o33 



Varnado W aterworks District 
W ashington Parish Council 

V arnado, Louisiana 

Schedule of R evenues, Expenses and Changes in Unreserved 

Retained Earnings (Budget and Actual) - Proprietary Fund Type 
For the Year Ended Decem ber 31, 2001 

And Actual For the Year Ended Decem ber 31, 2000 

Budget 

Non-Operating Revenue(Expenses): 
Interest Incom e $ 51,300 $ 
Other Revenues 

Bond Interest Expense (60,000) 
Total Non-Operaling Revenue (Expenses) (8,700) 

Ncl Income (Loss) 

Unreserved Retained Earnings, Beginning of Year 
Am orlization of Contribuled Capital 
Increase in Reserve for Revenue Bond Retirem ent 
Increase in Reserve for Revenue Bond Contingency 
Unreserved Rctalucd Earnings, End of Year 

A ctua 

63,010 
477 

54,828 
8,659 

Variance- 
Favorable 

(Unfavorable) 

1,710 
477 

5,172 
7,359 

Schedule 2 

2000 
Aclua 

65,62 
48 

55,12 
10,98 

90,130 103,678 $ 13,548 165,014 

(Concluded) 
The accom panying i]oles are an integral part of these stateuleats 

1,129,649 
47,606 
(11,998) 
(13,236) 

1,255,699 

950,363 
47,606 

(15,721) 
(17,613) 

1.129.649 



Board of Com m issioners 

Hom er Seal, Com m issioner 
62823 M ain St. 
Angie, LA 70426 

T. A . M agee, Com m issioner 
20551 W indy Ridge Rd. 
Bogalusa, LA 70427 

W ayne Seal, Com m issioner 
61269 Dollar Road 
Angle, LA 70426 

Freddie Jefferrson, Vice-President 
31110 School Rd. 
Angie, LA 70426 

M elodysee Peters, Com m issioner 
24279 Old Columbia Road 
Angie, LA 70426 

Berkley Thom as, President 
20078 Edwards Drive 
Bogalusa, LA 70427 

Ancel W illiam s, Com m issioner 
63293 Fornea Road 
Angie, LA 70426 

Argil Boone, Com m issioner 
61768 Seal Road 
Angie, LA 70426 

Total Compensation Paid 

V arnado W aterworks D istrict 
W ashington Parish Council 

Varnado, Louisiana 

Schedule of Board of Com m issioners 
For the Year Ended December 31, 2001 

Per Diem Term of Offi ce 

Schedule 3 

780 01/01/01 - 12/31/05 

840 1/01/97- 12/21/01 

840 1/01/99- 12/31/02 

780 1/01/97- 12/31/01 

660 1/1/99- 12/31/02 

720 1/1/00- 12/31/03 

840 1/1/00- 12/31/03 

780 1/1/01 - 12/31/05 

$ 6,240 

The accompanying notes are an integral part of this statem ent. 
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Insurance Com pany 

CNA Surety Company 
Bond # 18216102 

CNA Insurance Company 
Renewal of Policy BM  
1068623907 

The H artford 

Policy # 43CESQE1367 

Audubon Insurance Co. - 
Policy # CFP850371 

Progressive Insurance Co. - 
Policy # CA 04599137-0 

CNA Insurance Com pany 
Renewal of Policy 
195792086 

Varnado W aterworks District 
W ashington Parish Council 

Varnado, Louisiana 

Schedule of Insurance 
For the Year Ended December 31, 2001 

Coverage 

Position l~id e'fi'ty Bond 
President 
Vice-President 
Board M ember 
Gen eral M anager 
Clerk 

Boiler & M achinery Coverage 
W ater Pum ping Station 

Com mercial General Liability: 
Products Completed Operations 
Personal & Advertising Injury 
Fire, Lighting, Explosion Damage 
M edical Expense 
General Aggregate (Specified 
Coverages) 

Com m ercial Property 
Offi ce Building 
Contents 
M etal Building 

Business Auto: 
Liability 
Uninsured M otorist 
Comprehensive 
Collision 
M edical Payments 

Public Offi cial's Liability 
Any One Claim 
Annual Aggregate 

LA W orker's Compensation W orker's Compensation 
Corporation Policy 401271 

The accom panying notes are an integr al part of this statem ent. 

Schedule 4 

Am ount Period 

100,000 
I00,000 
100,000 
25,000 
25,000 

500,000 

1,000,000 
1,000,000 
500,000 
10,000 

3000,000 

85,000 
20,000 
8,000 

1,000,000 
1,000,000 
Scheduled 
Scheduled 

5,000 

1,000,000 
1,000,000 
Scheduled 

Statutory 
Lim its 

11/16/01 
11/16/02 

02/28/01 
02/28/02 

02/28/01 
02/28/02 

02/28/01 
02/28/02 

02/28/01 
02/28/02 

02/28/01 
02/28/02 

Continuing 
Policy 



Cash Balance, January 1, 2001 

Varnado W atenvorks District 
W ashington Parish Council 

Varnado, Louisiana 

Schedule of Changes in Assets Restricted 
For USDA Rural Utility Service 

And 
Schedule of W ater Custom ers 

For the Year Ended Decem ber 31, 2001 

Cash Receipts: 
Transfers From Operating Account 
Interest Earn ed 

Net Increase (Decrease) in Fair M arket of Investments 

Cash Balance, December 31, 2001 

W ater-Residential 
W ater-Com m ercial 
W ater-School 
W ater-Prison 

Bond 
Reserve 

Bond 
Depreciation 

and 
Contingency 

Schedule 5 

Total 

107,114 $ 122,834 $ 229,948 

4,800 
5,768 

1;430 

4,776 
6,687 
1,772 

9,576 
12,455 
3,202 

119,112 $ 136,069 $ 255,181 

SCHEDULE OF W ATER CUSTO M ERS 

As of December 31,2001, the D istrict had the follow ing number of custom ers. 

Total W ater Custom ers 

The accompanying notes are an integral part of these statements 
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Varnado W aterworks District 
W ashington Parish Council 

V arnado, Louisiana 

Sum m ary Schedule of Prior Year Audit Findings 
For the Y ear Ended D ecember 31, 2001 

Section I - Internal Control and Com nlianee M aterial to the Financial Statem ents 

Reference Num ber: 2000-01 

Description of Finding: 

During the year, the District was under collateralized by $3,981 

R ecom m endation 

Schedule 6 

It was recom m ended that the District acquire proper eollateralization from the financial institution to be in 
compliance with state law. 

Correction A ction Planned 

The m anagem ent of the District put the recom m endation into effect im m ediately and obtained proper 
eollateralization. 

Corrective A ction Taken: Final 

Section 11 - M anaeem ent Letter 

No Section II Findings 



V arnado W aterworks D istrict 
W ashington Parish Council 

V arnado, Louisiana 

Corrective Action Plan for 
Current Year Audit Findings 

For the Y ear Ended Decem ber 31, 2001 

Section I - Internal Control and Com pliance M aterial to the Financial Statem ents 

R eference N um ber: 2001-01 

Description of Finding: 

Schedule 7 

At December 31,2001, a balance was not m aintained for cash m eter deposits, although a corresponding m eter deposit 
liability was recorded in the am ount of $18,041. W e recomm end that funds from the operation and m aintenance 
account, in the am ount of $18,041, be transferred to a separate cash account for m eter deposits, 

Corrective Action Planned (Response by M anagement) 

W e will transfer funds from the operation and m aintenance account, in the amount of $18,041, to a separate cash 
account for m eter deposits. 

Anticipated Com pletion D ate 

W e will take the recomm ended action im mediately 

Nam e of Contact Person 

M ary Thigpen, M anager 
Vam ado W aterworks District 

(985) 735-1669 

Section II - M anaeem ent Letter 

No Section II Findings. 
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REPORT O N COM PLIAN CE AND O N INTERNAL CONTR OL OVER FINANCIAL REPORTING 
BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEM ENTS PERFORM ED IN 

ACCORDANCE W ITH GOVERNM EN T A UDITING STANDARDS 

Board of Comm issioners 
Vam ado W aterworks D istrict 
W ashington Parish Council 
Vam ado, Louisiana 

W e have audited the general purpose financial statem ents of the Vam ado W aterw orks District, as of and for the year 
ended December 31, 2001, and have issued our report thereon dated February 22, 2002. W e conducted our audit in 
accordance with auditing standards generally accepted in the United States of Am erica and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 

Compliance 

As part of obtaining reasonable assurance about whether the Varnado W aterw orks D istrict's financial statem ents are free 
of m aterial m isstatem ent, we performed tests of its compliance with certain provisions of laws, regulations, contracts 
and grants, noncom pliance w ith which could have a direct and m aterial effect on the determ ination of financial statement 

amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance that are 
required to be reported under Government .4uditing Standards which are described in the accompanying Corrective 
Action Plan for Current Year Audit Findings as Reference Number 2001-01. 

Internal Control Over Financial Reporting 

In planning and perform ing our audit, we considered Varnado W aterw orks District's internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal 
control structure would not necessarily disclose all m atters in the internal control structure that m ight be reportable 
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be 
m aterial weaknesses. A m aterial weakn ess is a reportable condition in which the design and operation of one or m ore 
of the internal control components does not reduce to a relatively low level the risk that m isstatem ents in amounts that 
would be m aterial in relation to the general purp ose financial statem ents being audited m ay occur and not be detected 
within a tim ely period by em ployees in the norm al course of perform ing their assigned functions. W e noted no m atters 
involving the internal control over financial reporting and its operation that we consider to be m aterial weakn esses. 
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BRUCE H ARR ELL &  CO . 
CERTIFIED PUBLIC ACCOUNTANTS 

Board of Com m issioners 
Vam ado W aterw orks D istrict 
Page 2 

This report is intended for the inform ation of m anagement, the Louisiana Legislative Auditor, and the USDA Rural 
Utility Service. However, this report is a m atter of public record and its distribution is not lim ited. 

Bruce Harrell & Company, CPAs 
A Professional Accounting Corporation 
Kentwood, Louisiana 

February 22, 2002 


